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Wee are plea$ed to cqmmen1 on I'M Pfi)pqSild Statement QrFmlIncii\l Atqo\Jnttng 
Standards, "Share-Based Payment." We support recognizing the fair value of stock 
options as compensation expense in financial statements. 

. . 

We recognize the difffCultiesm valumg f,jrnpldyee service When such sefyiceis obtained 
by wage or salary payments and also by issuance of It stock option. No bash changes 
hands fur the option portion of the service. Iflhe employee were given the direct choice 
of taking either additional cash compensation or the stock option, this WDuld help to 
directly measure the perceived value of the stock option, but this rarely 9ccurs. The 
difficulties in valuing the employee serVice providoom exchange !brthe stock option 
portion of to tal compensation led the Board to tum to option valuation models. As 
discussed in paragraph C 16, the stock option value is based, conceptually, on what the 
Company "foregoes" by issuing the slock option 10 the employee rather~han issuing 
similar stock options to third pitrties fur cash (paragraph C17), and by tlIen adjusting this 
value fur vesting and other factors present in the stock option, as described in Appendix 
B. We support this concept. We also support the fleltibility shown for riOnpublic entities 
in allowing the use of intrinsic va\jlations with periodic remeasuremenl.· 

We urge the Board to d~lop ana dilitFibute an appropriate iattice priciJ!gmodeI, to 
support its contention in paragraphs C24; C4S and C46 abolitthe avai!a~ility and cost­
benefit aspects of the softwaretoolff it is requiring entities of many different sizes to use . 

If you have questions, pi$se ooll.tilct JimJ}rown. 
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Very ttulyyotll'B, 
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